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The failewing excerpts frem a cenfidentiel report cezprise the fifth in a series 
ef reperts on CSR/USSR trade under the terms ef the Treaty ef 12 April 1946; 


In the text of the Treaty, the agrasments in Article 3, cencerning the establishment 
ef pricas en the basis of international trade prices at that time, er the cempeti- 
tive prices offered by ether ceuntries, are particularly netewerthy. For practical 
purpeses, acoerding te confidential infermatien, this seomingly well-chesen step 
has net preven thereughly satisfactory. The Czecheslevakien industry finds an easy 
market at high prices for most ef the preducts in question - such as machine teels- 
due te the great demand for these preducts by England amd ether ceuntries. The 
Sevieta, hewover, insist that 11 these prices be based en the lewer price effer 

ef the United Statez, co that the Ceecheslevak firms, despite advance sales and 
great axport pessibilitiea based en a more favorable pound rate, have te adhere 

to the lewer U.8. prices and ferege the better market pessibilities, Alse, the 
price disperity betwaen the CSR and USSR stendarde presents difficulties. 


Settlements are made accerding to Articles 6 and 7 of the Treaty: in Kes from the 
special ascount in the Czecheslevak National Bank. In case of goods whose delivery 
wag net eriginelly anticipated, payment can be made in free currency - fer the rast 
part in American dellars - as spec ified in Article 8. 


Cemment on the rail transpertatien difficulties is indicated, especially en the 
limited capacity ef the passareway at Cop-Htuladevre and en the bread~gauge Russian 


_ tracks which necessitate reloading ef goods. 


No arbitration cemmititee was named in the agreement. For practical purposes, all 
Csoch firm claims fer goeds and payment are toe be directed te the Deputy fer Trace 
with USSR and decided with the Soviet trade representative in Prague... In the event 
that no agreement can be reached an priser, the decisien reste with the Czecheslevak 
Ministry for Fereign Trade and the USSR trade representative in CSR. 


In the cenfidential repert frem the Office of the Deputy fer Trade with USSR, GZ 148, - 
cartain oriticisms were made spropes ef the small quantities in which leng-ters 
erders are being delivered. Source adds the foliewing ebservations as facters con- 
tributing te the slewness of these deliveries: 


a The reluctance of Czech industry to accept new expert adligatiens. 


ba Failure to reach a solution of the preblem ef cheaper leng-tera industriel 
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Ce A reluctance on the part of tho Soviets to make inese deliveries right now, 
while they are presumably awaiting the Pirst results of their own Pivee 
year plan before placing: large orders for 1948 anc later. 


6. The significance of economic relations with USSR is emphasised by the Czech 
Goverment for the following reasons: 


a. The economic plan of both countries makes possible longeterm ugreenents and 
stable conditions for the industry of Czechoslovakia without the previous 
price fluctuations and dependence on world marke¥3., In Czech industrial 
circles, however, and particularly in nationalize? industry, there is 6 
eértain amount of holding back in view of the expected future selfesute 
Lisieney of Soviet industry, which would then result in the Russians ceasing 
to order such items as farm machinery, glass, etc. Consequently, it is 
believed in Czech industrial circles that the adaptation of the Czech ine 
dustry to the Soviet five-year plan will proceed with cautions 


Be ces ben dovease industry, ss well as the Ministry Cor Foreign Trade, wishes 
now as before for the creution and cultivation of as great an export ree 
serve as possible for the western and non-luropean countries, They realize 
that a change in the interntitionel scene muy otherwise result in insurmount= 
able diffioulties for them, Jn the CSR it is wellenstablished that the 
trade relations with USSR, even though of more inumediete importance, must 
be regarded ag merely a part of the Czechoslovak trade relations with other 
countries, 


eo Most Czech exporta consiet of finished produets, while USSR exports to CSR 
are largely raw materials, 


7. The following are among the critical observations made by Czech industrialists 
and governnent officiels on the disnivantages of trade relations with Russia to 
date: 


a Ceechoslovakian firms have no knowledge of She Russian tongue. 
bo Russian terminology Cor various products is strange, 
Ge There are not even brochures, illustretiongs or catalogues in Russian. 


ad, There are repeated instances of failure on the part of the Savieta to 
adhere to prescribed quantity and guality of mooda delivered. 


eo Inadequate packing of incoming Rugsian yoods has led to meny complaints. 


fo USSR factorivs receive no instructions fur the use of various special 
products end munchine tools. . 


Be Gzech firms are often ignorant of the internationnl trade prices, which 
leads to miscalculations. 


ho. Czech firms déaling with the Soviet office, Torgpredstve, find the long 
forms burdensome, 


i, It is not yet possible for Czech: firms to deal directly with Russian 
- factories, syndicates and individuals, 


8. Cech firms heve hal several unfortunate experiences in dealing with Russian trade 
ofganizations, For exwaple, when the Bata shoe concern accepted Ruasian orders 
for shows, they submitted nomml specifications for the leather they would nesd | 
rnd for the prices to be paid, Although the leather from USSR was a? vary poor 
quality, the Soviets still demanded delivery of the number of shoes orizinally 
agreed upon, There have been similar complaints in cotton transactions. Now, 
however, the Czech fectories in private agreements heve started to add a 203% "ace 
oeptance commission", under which plan work is progressing nore smaothiy, 
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